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Fo Margjﬂtasl Jetter indicationg are defined as
follows:s

AR - ltems indicating Soviet=Communist
intentiong or capabilibies

B® « important regional developments
not necessarily related %o Soviet/
Communigt intentions or capabilities

HCM = ghher information indicating trends
and potential developments
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SEOTION 1 (SOvIET)

e

e foCRN UUROFE, CZNCHOSIQVAKTA. Treaty for Leged ALd. in Givil and
J%&%@M@h@&%@za Aecording to Prague ‘Radip, the Czechoslowvek »
National Assembiy at its meeting on 12 July discussed and wnanimously -
spproved & treaty between Czechoslovakia and Bungary on legal aid inm efvil .
and criminal matters, The treaty guarantees alt citizens of both countries
the integrity of thelr rights and property regardless of which of the two
comtries they live in, The treaty is eharacterized as “ome of the means
of safeguarding lasting world pesace apnd collective security.” st Y C
towards & "new Socialist international law,® 1
JMERT s This treaty legally sbolishes diserimination egainst Czechoslovak »
and Bungarian niverities residing in the two comabrios, but will do litils
to alleviate the traditional ceuvge of frietion between the two nationalitiss
which has plagued the border areas since the end of World‘ War I, . »

WCW

¢ipline emong Hungarian workers g e been severely criticized by the ) o
- 88Y1an newspaper Nepszawve, Quoting from a speech glven by Vice Premiep
Rakosi before #e Seﬁ Party Covgresd earlier this year in which hs

stated that one of the wmain obstecles to the country’ s development was

laxity in werk discipline, the Nepszavs avrbicle sompleined that Rekogils

words had been insufficiently heedsd, Absenteelsm was singled ot in the

article as the most ¢onspictous example of & lgek of labor discipline, As -

& result of absenteeism, the article pointed outy between 300,000 and

4004000 tomrs of coal are lost anmually and the cutput of many factories

is greﬁtly reduced, The article reminded the Trade Unlons that it was : 25X1

Atye .o t0 mobijize every worker o strengthen di?seipl'imﬁ’;‘ ' cvra

thedr ®forenios
COMENT Absenteedmn plagues all , o
COnCILeB, be they Uommunist, Socizlist ow Capitalist, In Hungary this

FUHGGENLOB o .+
éver present problem is augmented by the low morale of the worker: who
is discontented with lowering rations apd riedug nOrmY, A

"A"  YUGOSIA VIA. 4id Frogrim for oslavia Favorahly Decelved, The US, UK -
- and Frengh Ambassadors in B@jﬁ%&ﬁe 5%3&@%5&3{%’_ on 12 "’ngg@ Fereigr; , i
Minister Kardelj theim respective aide-memories rogurding the Lomdem  °
sconomic talks om Yngoslavia, Ambsssador Allen repewts that Kuudely
reacted favorably"to the statements snd axpressed his personal opinion "
galay Goverument would sive 1te Formal approval within & 25X1

that the Yy

few days, COMMENT: The Yugeslay economie

program, which has been underteken fo provent the feared éconemie

collapse of the Tito Goverment, covera a poried ap to 1 July 1952, -

The aid program provides up to %125,@%@% in outright grauts and . ' ;

over-all assistance totalling $265,000,000, Thig s intended to meet

current deficits and does not inelude provision te finence cexital

Importe which the three powers beliwe should be financed by a Tomge
- term lemm of $200, 000,000 from the TERD for which the Tugoslavs have ‘

1

’; B 4
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been negotiating for memy months, Approaches will now be made to other
NATO powers to obtain their assistance in the aid program,
CURRENT COMMUNISM, Executive Committee of the World Peace GCouncil to Meet
in Finland, The Communist press of Helsinki made front page headlines of
the announcement that the Exeeutive Committee of the World Peace Couneil

"(WPC) will meet there from 20 to 23 July., Representatives of nationa -
peace committees are also expeected to be present, 25X1

COMMENT ¢ Sincs the "peace® movement has surpassed even the old Comintern .
and the more recent Cominform as sm effective. vehicls to organize foreign
support of Soviet polieies, the deliberatioms of its Executive Committes
or Bureau, where the real work of the movement is done s have assumed great
importance as accurate forecasts of Soviet attitude and emphasis towards

" regional and world situations, This Exscutive Committee meets every two

months and subsequent World Peace Council (WPC) meetings or Peace Conferences
merely rubber~stamp 3ts conclusions, The Helsinki meeting, on the eve of a
major Commumist youth event, will bring together many members enroute to

the Berlin Festival, It will also determine the tactics to be pursusd by
Commmists everywhere in regard to whatever turm the Korean cease-fire
negotiations take, and is also probably preparatory to a Communist Peace
Congress whieh may be held in Mexico, Reasons to believe such a Congress

is imminent are found in (1) the elaborate program rubber-gtamped by the

WPC Berlin meeting in February (after a Gemeva meeting of the Bureau in
January) included a Peace Confersnce for Mexiso in August, (2) the
éhieago Peace Crusade Congress this month made mention of en August meote
ing in Mexico, and (3) it was recemtly reported that Joliot-Curge, Pregw
ident of WPC, had called 8 World Peace Congress in Mexieo ®the” backdoor'

of the USP for September,

25X1
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SECTION 2 (FASTERN)

"B¥ NEAR EAST. Tran Closes Its Consulate in Jerusalem, The Iranian Consulate
General in Jorusalenm officially closed on ( July,” There will be no Iranian
representation in Israel, The Iranian special envoy with rank of Minister

to Israel and Consul General in Jerusalem has been assigned to the Iranian 25X1
UN Delegation, The consensus of opinion, according to the US Consulate in
Jerusalem, is that this move was made to obbain Arab backing should Iran - 55X 1

tiake the oil dispute to the UN. | V
COMMENT: The Arabs nove long been critical of Iranian contaets
with Israel, While, Iran has beeu inclined to adopt a relatively neutral
position on the Israeli-Arab dispute, the present development of intense
nationalism coupled with elements of religious fanaticism would help induce
the Iranian Goverament to assume a new attitude toward Israel, aside from
any desire %o secure the political support of the Arabs,

25X1
25X1
"AM TRAN. Increased Communist Activity, Tudeh front groups have scheduls
-~ - Mass demonstrations in Abadan Tor 15 July, | 25X1
These demonstrations are to i_:om:nmora"se the WTudeh martyrast
who were killed by British-employed Arab stwike breakers during the 1946
general strike, The Tudeh Party paper Mardom is about %o launch a came
peign for nationalizing the o0il of the Bahrein Isiands which are claimed 25¥X1

by Iran,
COMMENT: Several new Communi st Front Organizations have appeared in Iran
in recent weeks, The Communists in Iran have displayed caution and good
Judgement in their public activities during the present drive for oil
nationalization, The increasing Communist activity may bresage an effort
to exploit more fully the explosive aspects of the present situation,

TOP SECRET -
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wpt ETHIOPIA, Communists Linked To Conspiracy To Overthrow Government. The
USBR has been definitely linked to the conspiracy to overthrow the Ethi-
opian Govermment and to establish a ¥republic." Total arrests as of 1l
July are L3 including two interpreters at the local Russian Institute and
several other Ethiopian Communist sympathizers., FEthiopian officials have
1inked the USSR to the mutiny in early July of sixty members of the Im=
perial Body Guard Cadet School The local Conmnist:;controlled Youth 25X
League is also involved, Ramificatiorsof the plot are still under investi-
pation and more arrests and possibly sensational detrelopments are expected.
] | COMMENT : 25X 1
Rumors of wmsval Soviet activities under the direction of its Legation in
Addis Ababa, FEthiopia, have been reported on several occasions in the past,-
| The Ethiopian Govermment, 95x1
resolutely anti-Communist, may be expected to take appropriate action, not
only against any of its own subjects involved in conspiracy but will also
express 1bself strongly to the USSR,

uph  CEVLON, Polish Ships May Carry Ceoylonese Rubber to China. On 7 July. the

Poligh Ocean lLine, which operates a shipping service to South Asia 25X1
| | informed its Colombo agent that it was in- 25X1
terested in transporting rubber from Ceylon to China. The agent is now

soliciting trade. | | COMMENT: The Ceylonese 25X1

Govermment has announced that it would permit rubber exports to all count-
ries, but officials have privately indicated their desire to cooperate with
the U8 in preventing the dispatch of strategic materials to China. Further-
more, they have assured US diplomats that problems regarding strategic
materials probably would not arise as the Thinese seemed unable to arrange
either for payment or for shipping of rubber from Ceylon,. Both payment

and shipping difficulties now seem well on thelr way to solution since the
Bank of Ceylon has expressed its willinpgness to open a Chinese letter of
credit for 100 million rupees | |and the 25X1
Polish QOcean Line apparently has vessels available for the China run, The
Ceylonese Covernment may shoritly be forced to take official or umofficial
steps to coubtrol rubber exports if its representatives are to live up to
their reported desire to cooperate with the United States,

nph CHINA, Soviets Train Chinese Cadres in Economic Warfare. An air force :
message from Tokyo cites a report,| | that an "International 25X1
Economic Warfare Departmernt® operates a training center near Peiping with
a oviet serving as chief instructor. The mission of graduates is to set
up trade organizations, seml-overt in countries which recognize the Chinese
- Communist regime and underground in other countries., In the latter areas,
the gradvates are 1o develop the smuggling trade apd try to purchase strategic
goods from the US through accredited buyers. Two classes have already
graduated, the first of 400 going to Hong Kong in Jamery 1951, the second
of €00 te Calcutta and Prague. | | 25X1

TOP SECRET
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‘ i be training cadres to
s The Chinese Communists are known to x :

iggﬁmm all phases of political and e@m?gi@ g@tiﬁg % izniﬁ;gigs
: ining for economic warfare are consiaered p S e
i@gﬁm@ Hong Kong press reports in Januvary (wa@cmflmdg lgow«
ever, | despite the US Gonsul Generalls efforts g e
egmé@ corroborative esvidencs) noted that the G@m?.?i,iszi ha,gfs:n, :
azi economic mission to the Colo to direct the activities

new foreign trade agencye.

25X1

wgw YU Ta-weils, Washingbon Appeinbment Confirmed, The Nationa
¢ overnment of fielally announced 12 July that General b Tazgig,gtfqtimr

minister of communications, has been appolnted special as§‘t’ b

Ambassador Wellington KOO in Washington where he wil} assmt 0 e

mtters relating to economic and mi;litary ?,:n,d. and gwemmn@ii oo

ment®. YU was concurrently named vies-chairman of medc@l}%h

United States Aid (CUSA), an all-Chiness body concerned Wit | e

Nationalist imterests in Marshall aid to Formosa. \ 5
| _COMMENT 2 This appointment has been rumo \mw i -

’ ast several wesks | S EXA

Zzgg@%gz ghor‘f&ly to proseed to Washington to assums his nWLtie@o

25X1
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25X1

ng®  KOREA. Communist POW's Recite Lowering Morsle, Far East Command re-
ports tiat prisoner .interrogations held in early June indicate that
there has been an increase in the number of caments frem prisoners
indicating loss of faith in their leaders, in the Commmnist cause, and
in Communist victory. This has heen more true, howsver, ameng Chinese
than ameng North Korean prisonmers. An importamt factor in the lower-
ing of confidence is the failmre of Commnist leaders te live up te
promises of artillery and ajr support. Reaction against "human-szea®
tagtics, incompetent leadership, and false propaganda were also con-
tributing factors. | | 25X1

Rlel Anti-Cease-fire Agitation is Resumsd, Amkassador Muccio re-

. ports that, after a silence of a few days, anti-cease-fire editorials
have been resumed in the South Korean press. The general editorial

. themes are: (1) mo cease~fire on the 38th; (2) no cease-fire without

unification; and (3) don't trust the Communists whe in the cease~fire 25X1
talks have switched from a military to a political offemsive. The
Goverrment—inspired anti-cease-firs campaign has also recommenced
with mss demonstrations in the principal cities, | |

up Possible Appearance of CCP in Extreme Eastern Sectar., Far
Bast Command reports the presence of Chinese Communist elements in
forward areas of the easternmost sector which bave heretofore been
solely ecccupied by North Koreans, An ROKsstldfer in the Kaesong area
who escaped from enemy hands repor ted that his captars included ‘
Chinese Communist troops. Agents and other POW's, at the same tims,
report the movemernt of CCF recemnaissance elements in the Sclhwa and
Imdang areas of the eastern sector and the antieipation of eivilian
elements in these areas of the arrival of Chinese units. 25X1
| COMMENTs Allocation of enemy commend responsi ies 25X
is believed to have placed operations on the eastern sector of the
front and security of the Korean east coast below Wonsan, in the hands
i of North Korean forces., For a time prior to and after the May offensive,
however , OCF forces aleng the east coast utilized routes of attack and
withdrawal east of the Hwachon Reservoir. Recent POW reports have men-
tioned that the next offensive in the eastern settor would be a combined
COF=NK operation. Idemtification of CCF urits in the areas mentioned in
the above FEC report would indicate the forward deploymemt of ferces for
such an offensive,

TOP SECRET
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GERMANY, German Support of Allied Stand in Berlin Trade Crisis Seen
Weakening. US officials in Berlin cite evidence of weakening local
Germah support,of the Allied position in the current Soviet restrictions,
which have resulted in a choking-off of much of West Berlin's export
trade., Certain large firms and many smaller firms in West Berlin,
hard hit by the restrictions, have been ignoring West German and
Allied directives and complying with Soviet demands. The French
Commandant in Berlin feels that the Allied determination to take a
firm stand against the USSK on this issue (and refuse further
negotiations on the problem till the USSR ceases its restrictions
completely) may be a political blunder, although he acknowledges that
we have gone too far now to back down. He feels that the West-
Berliners may not support us and that no one has indicated what we
will do if West Berlin trade is stopped and our countermeasures,
including the proposed move to hold up implementation of the new
interzonal trade pact between East and West Germany, fail to cause
the USSR to back down. He adds that the USSH could afford one or
two year's delay in the East German Five Year Plan if its objective
to force the Allies out of Berlin is achieved. The American and
British Commandants still emphasize, however, that our previous
firm measures in Berlin have resulted in Soviet capitulation.

| COMMENT: The dragging out of the current

Soviet restrictions appears to have succeeded in further dividing
the Allies and West Berliners on this issue. Shortly after
initiating the restrictions, the Soviet authorities encouraged

West Berlin firms to by-pass Allied offices and deal directly

with Soviet authorities. This is the first concrete evidence that
large numbers of firms have felt the squeeze sufficiently to follow
this course. French authorities, in discussing the restrictions,
have from the beginning generally shown a tendency to avoid a real
showdown with the USSR on the issue, and to find a compromise.

ITALY-JAPAN. Italians Protest Ixclusion. from Japanese Peace Treaty.
The ltalian Foreign Office has expressed great .concern over the
public announcement that Italy will not be allowed to sign the
Japanese peace treaty. It points out that the nature and method
of handling this announcement will have a disastrous effect on
Ttalian public opinion, particularly sensitive at this time over
the Trieste issue. A serious blow has been dealt to the prestige
of the Italian Government which has sought to develop the idea
that Italy has worked its way back, especially by its staunch
support of NATO, and has been fully accepted in the family of
nations. | | COMMENT: As a cobelligerent,
Italy declared war against Japan on 15 July 1945. The Italian

TOP SECRET
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Government will be hard put to explain Italian exclusion from the
Japanese peace treaty, in view of the fact that many of the Allies
did not declare war againgt the Japanese until a very late date.

Even pro-Western elements have chafed ' at what they regard as the

inferior treatment given Italy in Western councils. This event will
be an additional factor tending to strengthen nationalistic,
particularly neo-fascist, groups in the provincial and municipal
elections in the fall. From the Japanese viewpoint, the participation
of a former Axis partner would be somewhat incongrucus and would

be opposed by Japanese public opinion,

Commainists Publicize US Aggressiveness Despite Kaeson
Negotiations. Official comment of the Communist Party (PCL) on
developments subsequent to the Malik proposal is marked by restraint.

However, the party press slants news on the Kaesong negotiations

in North Korea to show that (1) the continued bombing by US forces
of Korean cities is "motivated by the desire to intimidate", (2)
American soldiers and US citizens are evincing hostility to war,

(3) statements by Bradley, Vandenberg, and Finletter that the US
must "multiply its forces for war preparedness” prove the American
Government unwilling to renounce its policy of aggression, and

(4) +the "continuance of massacres to the last moment" casts serious

DP79T01146A000300160001-2

doubts on the "good faith of the aggressors." |

COMMENT: The restrained tone of the PCI leadership's comment is
undoubtedly due to instructions from Moscow. Meanwhile, the party
press continues to exploit Korean developments, particularly the
"aggressive" intentions of the US; in an attempt to increase the
popular appeal of the Communist peace campaign. 7This line suggests
that the PCI is seeking to prepare the Italian public for a possible
resumption of hostilities by the North Korean forces.
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UNITED KINGDOM. Britain Seeks UN Action in Suez Dispute. The UK
is anxious to have decisive Security Council action on the proposed
regolution calling on Egypt to 1ift restrictions on the use of the
Suez Canal, and believes US co-sponsorship of this resolution is
vital to secure maximum results. Public opinion is aroused. by the
Egyptian detention of the British ship "Empire Roach" in the

Gulf of Agaba. Foreign Secretary Morrison was subjected to heavy
criticism from both parties in the House of Commons for the
Government'®s weak handling of the situation. ‘

| COMMENT: Widespread public

and Parliamentary dissatisfaction over the state of affairs in the
Middle East puts the Government under pressure to produce some

sort of solution in the Suez dispute, which has been a constant
irritant for over two years., Furthermore, the Iranian situation
increases the British need for access to the Haifa refinery through

the Canal.

Britain Intensifies Africa-Middle East Defense
Planning in Conjunction with African and-Colonial Powers. britain
and South Africa have invited Egypt and the other African and colonial
powers (France, Belgium, Spain, Portugal, Ethiopia, Liberia, the
Anglo-Egyptian Sudan) to attend a conference in Pretoria to discuss
African defenseJ
The UK Ambassador in Caire and the South African Charge d'Affaires
are believed to have informed the Egyptian Foreign Minister of the
conclusions reached at the June conference of Commonwealth Defense
Ministers in London, and also of the results of the talks dealing
with Suez defense held recently in Fayid between the South African
military chiefs and the Commander-in-Chief of British forces in the

Middle East.

.

COMMENT: Britain has evidently decided to proceed as

rapidly as possible with long standing plans to develop interlocking
defense systems in the Middle East and Africa, The lranian situation
has created a serious threat to the entire UK position in the

Middle East, and since Britain has so far failed to interest India
and Pakistan in a security plan for Scuth Asia,; it is turning

greater attention to the African picture as an essential part of

the larger area defense pattern.

GUATEMALA. Anti-Communist Riots Viewed as a Reactionary Campaign
Against Government, The Guatemalan government, the pro-government
political parties, and the Guatemalan Gonfederation of Labor have
condemned the riots of 11-12 July as part of a reactlonary campaign
against the legally established institutions of the country. The
Office of the President charges that "conveniently placed agents
tried to convince the public of the false charge that the Government
was attacking the Catholic religion® and that "despite the fact

TOP SECRET
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the government had resolved the dispute...the subvebsive agitators
intensified their disorderly acts, which culminated in an attack on
the Civil Guard.” The pro-Government political parties issued a
statement denying an anti-religious campaign, and declaring that they
will oppose attempts to spread disturbances, conspiracies, murders,
violence, and propaganda to impair the stability of the government.
The Confederation of Labor denounced the "maneuvers of imperialism,
the creole reactionaries, and the fascists who would destroy the
regime of liberty and democracy now existing in the country".

| \COMMENT: The riots appear te have been
spontaneous rather than premeditated, and are indicative of the - 25X1
widespread, but poorly organized, opposition to the pro-Communist
tendencies and leftist policies of the Arbenz administratione.

The immediate political influence of the leftist political parties
and labor unions has probably been enhanced by the measures taken

by the government to suppress the demonstrations, which include
suspension of important constitutional guarantees.

ugn  PANAMA, Communist-Organized Demonstration. On 10 July a Communist-
organized march of three thousand people took place in Panama Gity
as a protest against the high cost of living. The head of the
American-owned Power and Light Company was hanged in effigy.
Speakers demanded action by President Arosemena to lower the cost
of living. ‘the crowd was orderly and no incidents occurred. This
demonstration again proves the ability of the Communist People’s
Party to associate itself’ with and diéedt“aﬁpopu;aribovememt@‘uﬁm

e ]

25X1
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1 July 1951

SECTTION 2 (EASTERN)

ngt IRAN. Prime Minister, Despite Some Opposition, Retains Control of Government.
The US Embassy has received indications from several sources that the present
Tranian Covermment may have been considerably weakened by developments in the
past two weeks, Parliament is becoming restive as a result of its realization
that the situation has deteriorated steadily. The financial plight, the con=
fusion and inefficiency, and the demagogic tactics of the government have an=
noyed various members of Parliament., The Cabinet is dissatisfied with the
Prime Minister's penchant for meking decisions without consulting them, The
Press has also.developed a more critical atbtitude. Mossadeq meanwhile has
amnounced that a group of physicians will check his physical condition. This
has resulted in a spate of rumors on his resignation and a possible successors
The US Ambassador, while recognizing all these factors as indicative of a
certain weakness in the present goverrnment, concludes that Mossadeq still
has very strong popular support and that.no group in Iran has shown a willing-
ness to assume responsibility for any modification of the oil nationalization
which is the basis of the Prime Minisbter's power, The Ambassador believes
that for the present Mossadeq can continue in power.

wam  INDIA. Communist Slow-down In Unloading Grain at Bombay Port. The US Embassyy
Now Delhi, has been reliably informed in Strich confidence thab Communists -
are causing a 20% slow-down among casual laborers engaged in unloading food
grains at Bombay, The GOI intends to arrest the two men believed to be in-
stigating the slow-down, thereby hoping to effect the discharge of the record
volume of food grain arrivals, | | COMMENT: 251
The largest union in Bombay port is Commumist-dominated and has a membership
of about one-eighth of the total port workers.

The slow-down illustrates the extreme vulnerability of the Indian trans-
portation system to the disruptive efforts of even a very few people. Despito5x1
the fact that Indian Communists are now badly disorganized, coordination of
such an effort as this with a possibly non-Conmunist railway strike | |
\ |could seriously disrupt the while Indian economye 25X1
Infiltration of dock, maritime and port persornel has been a major Communist -
objective since 1949. Tt has not been particularly successful in India 8l=
though Communists were able to cause a port slow-down in Calcutta about the

-
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end of 1950, Disruption of world-wide efforts to feed the Indlan people
would produce the -unrest that is a standard Communist objective in all
parts of the world,

- Rt PHTLIPPINES, Philippines May Propose a Pacific Pact Again, A close rela-
IEve of President Quirino nas confidentially informed the US State Depart-
ment that the Philippine CGovernment is seriously considering reviving +the
proposal for a Facific Pact. He said that President Sukarno of Indonesia
had reacted favorably to the idea during his recent visit to Manila, and
indicated Sukarno's belief that he could persuade Nehru to participate in
the project. The Filipino also revealed that Quirino had dispateched un=
official emissaries to Indonesia, Burma and Thailand to discuss the matter
and that the responses had been favorable, IHe was told by State Depart—
ment officials that the US unreservedly approved any regional groupings of
non-Communist governments dedicated to the welfare of their peoples and
the objectives of the free world, but was cautioned that the organization
mist be purely indigenous in order to avoid any suspicion that it was under-
taken upon American initiative, | 3 | CMMENT: 25X1
At President Quirino's invitation, representatives from most South and
Southeast Asian countries met at Baguio in the Philippines a year ago to
discuss the possibilities of a Pacific Pact, The only tangible results
were agreements to consult with each other on matiers -of mutual interest

_ and to develop closer economic and cultural relations.

e India is interesmted in developing regional pacts in Asia but its
whole-hearted participation is only obtainable if it can be assured of a
preeminant position, Pakistan, while concerned over regional security,
recently has been promoting a Near Fastern Moslem alliance. Indonesia,
Burma, and Thailand would probably be receptive to a Pact proposal.

L JAPAN/PH;}:IPPINES. "US Rejects Furbher Concessions to the Philippines on

. . Japanese Heparation, Ambassador Dulles has informed Ambassador Lowen in
Maniia that the U8 has met the Philippine viewpoint on Japanese repara~—
tions as far as is possible, already having gone further than the princi-~
pal Allied Powers wemt to meet the comparable position of Albania, Ethiopia,
Greece and Yugoslavia under the Italian peace treaty. Pointing out that
five years of occupation experience had firmly convinced the US that Japan
could not pay reparations, Dulles states it was with great reluctance and
doubt that the US altered its original position on reparations to facilitate
the position of the Philippine Govermment. The Ambassador believes that
the Philippine Government is gravely at fault in not having informed its
public opinion about the great efforts made by the US to meet the Philip~
pine situation, and states that "we are not afraid to submit our position
to the judgment of US public opindion if unhappily that should become neces-
sary." _ '

Upon receipt of Dulles'! message Ambassador Cowen held a meeting with

Foreign Minister Romulo and.obther officials concerned with the reparations

problem, Subsequently, Romulo stated that President Quirino remained ob-

‘durate in his refusal to sign the treaty in its present form, | | 25X1

25X1

SECRET

Declassified in Part - Sanitized Copy Approved for Release 2013/02/12 : CIA-RDP79T01146A000300160001-2



Declassified in Part - Sanitized Copy Approved for Release 2013/02/12 : CIA-RDP79T01146A000300160001-2

! SECRET

agn  TNDOCHINA, Associated States May Sign Jap Peuce Treaty, The French Governe—
Tent and the US State ﬁSpar'tmen:E Zre apreed tnat Viewnam, Iaos and Cambodia
are qualified to sign the Japanese peace treaty as the constitutional heirs
of a power (France ) at war with Japan, The Department further belleves
that participation of the Assoclated States would contribube to their inter=
national reputation as sovereign and independent members of the French Unilon.
However, the Department is disinclined %o include the Associated States if
their inclusion should result in the refusal of other Asian states to sign
the Japanese treaty with thems | COMMENT: Several opy4
Asian states have not yet recognized the Associated States of Indochina
which they regard as French puppets. India, in particular, would be extremely
reluctant to join its signature to those of the three states, Overriding
political considerations (esg., the mainkenance of good IndianmJapanese rela=—
tions) might induce India to accept the inclusion of the Associated States,
but not without a sense of having been made the victim of Western duplicitys
The Indonesian official who is responsible for negotiations on the Japanese
treaty is of the opinion that bringing the Agsociated States into the pic-
ture might strongly endanger Indonesian support of the treaty, Ambassador
Cochran in Djakarta concurs.

uGH - MAAG Taipei Envisions Repatriation of Nationalist Internees.

General Chase, omief of MAAG Taipel, states that the Uhinese lavy is in a
position to transport to Formosa the 27,000 Chinese Nationzlist troops now
imterned in Indochina, Chinese Mationalist headquarters states that ib can
equip and am with small arms 15,000 of these troops. \ | 25X1

| | COMMENT: The French Covernment was recently queried on this 25X1
question in connection with the forthcoming visit to Indochina of General
Chase, The French confirmed their adherence to a policy of not permitting
repatriation of the Chinese troops. The French would be even more reluc-
tant to provide the Chinese Communists with a pretext to invade Indochina
~which they believe repatriation of the internees might provide——in view
of ‘the possibility of a Korean sebtlement and t he consequently increased
capabilities of the Chinese Communists for action elsewhere.
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